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OFFICE OF HEPURTS AND ESTIMATES, CIA
FAR EAST/PACIFIC LIVISION

INTELLIGENCT HIGHLIGHTS NO. 71
5 OCTOBER to 11 COTORSER 1949

SECTION I. SUMMARY OF FAR BAST TRENDS ARD DEVELOPHENTS

The newly-formed "Peoples? Hepublic of China® is expechted to press both
Jestern and Kastern nations for early recognition (p. 3). Meanwhile, the
imminent fall of Kwangtung presents the weakening lationalists with new mili-
tary and pelitieal problems (p. 4).

The situation in the French-controlled Indochinese province of Cambodia
appears to have degenerated in recent weeks (p. 5).

Reaction to Chinese Communiszt successes, combined with political in-
stability, presente the Thal Government with growing problems (p. ).

Both llepublican and Federalist delepations to the Round Table Confers
ence on Indonesia appear determined to withdraw from The Hague unless ade-
quabe progress is made in the negotiations in the nesar future {(p. 7).

As electlon-time draws near, it becomes apparent that US security inter-
ests in the Philippines will be best served by a victory for Cuirinc over his
intensely natlonalistic rival, Laurel, although such a victory is by no means
assured at praessnt (p. 7).

The marsinal notations used in succeeding sections of this .usekly
(A%, ®BY, or "G") indicate the importance of the items in D/FE coinion
witn "AY representing the wmost important.
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SECTION II., DEVELOPMENTS I SPECIFIED AREAS

KOREA

NE4S_NOTES

Army shakeup--The Korean Defense iinistry last week announced the relief of
yajor General Chas 3yung Juk as Army Chief of s5taff and the relief of
Brigadier General Kim Suk .on as Commanding General of the Xorean Army's
First Divisioa. brigadier General Shin Tae Yong has been appointed acting
Chief of Staff. Primarily an administrative officer, Shin is not considered
qualified for the positien. Brigadler General Chung I1 Kwon, generally
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considered the cutstanding officer on the Korean General Staff, remains as H
deputy Chief of Staff.

Ko reason has been given for the relief of Genepal Chae but it has
long been rumored that both Pregident Rhee and Defense Minister Shun Sung Mo
feel that Chze, neither particularly efficient nor honest, should be assigned
to Ordinance, a field in which he had long experisnce in the Japaness Army. ‘
General Kim, previcusly high in Rhee's favor because of his aggressive atti~ 2
tude along the 38th Parallel, may face trial for misappropriation of Army
funds and equipment and for involvement in smuggling across the Parailel.

Trade talks--Korean-Japanese talks, resured in Seoul this weel, will aftempt
to solve Korea's difficulties in carrying out terms of the trade agrosment i
reacied last April. iHajor Korean problems are (1) the inferior cuality of
many export goods and (2) the unfavorable balance of payments that will re-
sult from the inability to export surplus rice. The April agreemant pro-
vided for $29 million in Korean exports Lo Japan in return for imporus valued
at $4% million. £CA funds wers to financs $25 million of Japanese imports,
which would have resulted in a foreign exchange gain of some $6 million for
the Korsans,

Only %2 million of Korean exports, however, have bezn accepted by the
Japanese and an unseasonable drought has so reduced the rice crop thet export
of that grain will realize only $4 million rather than the {16 million origi~
nally estimated. Thus, the young depublic faces ancther deficit year in 1949,
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CHINA
Communists will press for recognition--The Communist-controlled #Peopleg* ngr

fepublie of China®" is expected to maintain maximam pressure upcen the mations
of Asia and the .est - through threats directed toward the former, and dig-
crimination against the nationals and possessions of the latbter « in an

attenpt to guin rapid de Jjure recognition as the national govermment of

China. The immediate recognition of the Peoples! Republic by the Soviet Union
and its satellites, while welcomed by the Chinese Communists, is insufficient
to satisfy their desire for prestige, trade, and sucesssicn to the Hational
Goverament's position in international organizations,

The Communists ars aware that most of the independent governments of the

Far East are presently inclined to follow the iead of the U3 and/or UX: that ;
Australia, New Zealand, Thailand, Burma and the Philippines will not accord :

iﬂﬁtiﬁﬁ“FEg@ﬁgagﬁil“‘a
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